A STUDY OF SOME MARKETING ASPECTS 

OF LEASING 


By 

RAVI PRABHAMR 


IME 

ISflS 

M 

PRA 

STU, 



IDUSTRIAL AND MANAGEMENT ENGINEERING PROGRAMME 
INDIAN INSTITUTE OF TECHNOLOGY, KANPUB 
jfjFEBRUARY, 1986 



A STUDY OF SOME MARKETING ASPECTS 

OF LEASING 


A Thesis Submitted 

In Partial Fulfilment of the Requirements 
for the Degree of 
MASTER OF TECHNOLOGY 


w ir ? 


By 

RAVI PRABHAKAR 


to ttie 


INDUSTRIAL AND MANAGEMENT ENGINEERING PROGRAMME 

INDIAN INSTITUTE OF TECHNOLOGY, KANPUR 

FEBRUARY, 1985 








CERTIFICATE 


Certified that the work presented in this 


thesis entitled ‘ A study of some marketing aspects 
of leasing ' by Ravi Prabhakar has been carried out 
under my supervision and it has not been submitted 


elsewhere for a degree, 



Feb. 1985. 


(t)r. ARUN P.SINHA) 

Assistant Professor 

Industrial and Management Engineering Prfgacaij 
Indian Institute of Technology, Kanpur 


POST G • '• •• . ■ 

This ttif's;/; r; h -r.| 
ibr liii* ■..) ( .■ Ijcmc- o]' 

I in -v ,ii ([)e 

,rf!e«ul;ifioii!; •■r ;in» Indian 

. _ A I 



ACKNOWLEDGEA-iENTS 


I take this opportunity to record my indebtedness 
and deep sense of gratitude to Dr, Arun P. Sinha for his 
able guidance and whole hearted cooperation throughout the 
course of this work. 

I also wish to thank to. Charanjit Grover and to. V. 
Sathappan of Grover leasing Ltd., Mr, Arun Mathur of 
Grindlys Bank as well as Mr. K. Ajit Kumar of united 
Leasing Limited for their kind help and encouragement. 

The excellent typing by Mir. S.N. Pradhan is gratefully 
appericiated. 


(RAVI PRABHAKAR) 



CONTENTS 


CHAPTER 1 


CHAPTER 2 


CHAPTER 3 


CHAPTER 4 
CHAPTER 5 


PAGE 

ABSTRACT 

INTRODUCTION TO LEASING 1 

Classification of Equipment 2 

Leasing Plans 

Advantages of Leasing 5 

Disadvantages of Leasing 7 

LEASING IN INDIA-PROBLEMS AND 9 

GROWTH PROSPECTS 

Difficulties in way of Rapid 10 

Development of Lease Business 

Proliferation of Leasing co's. 11 

Leasing as a Marketing Tool 12 

Tax Shelter 13 

PURPOSE AND METHOD OF STUDY 14 

Purpose of the Study 14 » 

Method of Study • 

Basic Data 16 

WHAT INDIAN FIRMS FEEL ABOUT LEASING 19 

THE LEASING PROCESS IN DIFFERENT 24 

wiARKET SEGMENTS 

Basis of Segmentation 25 

Segment wise Breakup of Firms 26 

Types of equipment taken on Lease 27 

The Initial Impetus to Lease 31 

Other Financial Options which 34 

Compete with Leasing 



PAGE 


Extent of Formal Analysis 35 

Number and variety of Proposals 37 

Received 

Variety of Proposals 39 

People Involved in Making a Lease 39 

Decision 

Effect of Sales Team Visit 41 

Influence of Outsiders on Decision 43 

Process 

Effect of Advertisements 45 

Prefered Attributes of the Lease 46 

Package 

Future trend in -Leasing in Different 49 
Segments 

CHAPTER 6 CONCLUSIONS 54 

Marketing Strategies for Different 54 

Segments 

Overall Prognosis of the Leasing 66 

Market 

Leasing as ah Institution 67 ' 

72 


REFERENCES 



ABSTRACT 


A lease is a contract whore-by the owner of the 
asset ( the lessor ) grants to another party ( the lessee) 
the exclusive right to use the assets, usually for an 
agreed period of time; in return for the payment of rental 
charges. 

This study is about some marketing as well as 
some gonoral aspects of leasing as relovent to our country. 
For this purpose we collected data from 24 firms which had 
recently taken equipment on lease. The data was collected 
by personal visits to each firm which in many cases led to 
face to face interaction and enriched our basic data. 

The different reasons duo to which companies go 
for leasing have boon identified. 

We havG segmented the market for leased equipment 
into three segments and have anaiy 2 ed the marketing oppur- 
tunities in each segment. We have given some guidelines 
which can be helpful in formulating marketing strategies 
for these segments as well as an overall marketing strategy. 

We have also critically examined the various 
merits of financial leases and the effect of financial 
lease on corporate credit policies. 
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CHAPTER 1 

INTRODUCTION TO LEASING 

A lease is a contract under which the lessee 
has possession and use of a specified asset on payment of 
specified rental over a specified period of time while the 
lessor retains its ownership. The asset is ordinarily 
selected from a manufacturer by the lessee and not the 
lessor. 

Leasing started in the years following the 
world war 2 in U.S.A. when there was tremendous demand for 
capital to finance the reconversion to peace time economy. 
The earliest lease deals were in the real estate transac- 
tions in which the investor purchased the property and 
acted as a direct lessor. By the early 1950 ’s the uses of 
leases as a financing tool had expanded to cover all sorts 
of equipment, often with a leasing company playing the role 
of an intermediary between the ultimate capital user and the 
institutional source of funds. 

This is not to say that all leasing businesses 
are strictly financing businesses employing leases of a 
financial type. Parallel with the development of financial 
leases was a rapid growth in another kind of leasing business 
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whose function it was to provide short term use of equipment 
to business organisation which might have a temporary need 
for such equipment. 

During the past 30 years or so leasing has 
emerged as an important instrument of financing among the 
industrially advanced countries while developing countries 
like India are of late adopting this instrument of industrial 
financing in an increasing measure, 

Clasif ication of Equipment Leasing Plans t 

1. Financial lease 

2. Operating lease 

3, Sales and lease back 

4, Leveraged lease 

Financial Leases: 

A financial lease is defined as a contract 
under which a lessee agrees to make a series of payment •- 
which in total exceeds the purchase price of equipment 
acquired. Typically payments under a financial lease are 
spread over a period of time equal to the major portion of 
the useful life of equipment. 

During the initial term of lease the contract 
is noncancellable by either party i.e. the lessee ’s 




irrevocably committed to continue leasing the equipment. 
In financial leasing goods are normally selected by the 
lessee before they are bought by the lessor. 
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Financial leasing or full payout leasing as 
it is some times called is a contract involving payment 
over a period , of specified sums sufficient in total to 
amortize the capital outlay of the lessor and to provide 
for lessor’s borrowing costs and profit. The. lessee is 
responsible for maintenance of the asset. The other costs 
associated with property ownership are also imposed on the 
lessee , These costs may include such things as property 
taxes, insurance etc. 

There is generally a fixed rental charge per 
machine or piece of equipment. It is frequent to quote 
lease rentals in terms of Rs per thousand per month. 
Regardless of the basis on which rental charges are made 
and the form of payment, the rental must recover the value 
of leased machine plus a normal return on investment. 

At the end of the lease period normally the 
lessor is granted either a purchase option or a renewal 
option at a sufficiently low price to permit inexpensive 
continuation of use of property • 
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Operating Leases : 

Operating leases can be defined as the leasing 
contracts that are cancellable by the lessee upon giving 
a due notice of cancellation to the lessor,' Operating 
leases therefore donot involved any fixed future committ- 
ment and are similar to most type of business expenditures. 
In an operating lease the lessor will have a continuing 
interest in the equipment. Under an operating lease the 
maintenance of equipment is usually the responsibility of 
the lessor. The rental charges in an operating lease are 
generally much higher than in a financial lease because the 
lessor takes the risk of obsolescence. Operating leases 
axe very popular in computers and other data processing 
equipment. In our country operating leases are not very 
prevalent as still the leasing business is in its infancy. 

Sales and Lease Back: 

This transaction provides for an arrange- 
ment by which an entity that owns a given asset may sell 
it to the leasing company and lease it back. This enables 
the firm to immediately defreeze the money that is locked 
in the original asset which becomes available to it as 
working capital. 
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Leveraged Lease : 

This lease arrangement is completed When very 
large assets are to be purchased. No one lessor is comfor- 
table in committing the entire purchase price of the asset, 
nor can any one lessor absorb the depriciation 
t'hrownout by the ownership of the asset. Accordingly 
several parties come together to acquire the asset and 
lease it to a lessee. 

Most of the deals in our country are financial 
leases and unless specifically mentioned any reference 
to lease in subsequent chapters must be understood as finan- 
cial lease. 

Advantages of Leasing ; 

As there is no down payment except one install- 
ment of rent which is usually paid in advance it enables 
acquisition of fixed assets without any initial investment 
on the part of the lessee. So lease provides 100y> finance 
whereas most of the financial institutions ask margin 
money to be extent of 20 to 30>i. 

Lease allows the lessee to retain his capital 
in a liquid form for use for alternative business purposes. 
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Since the entire lease rentals can be claimed 
as business expenditure by the lessee, leasing may be finan- 
cially more attractive to concerns subjected to higher degree 
of taxes. Under leasing the cost of equipment is paid from 
pretax profits while outright purchase involves deployment 
of after tax profits/ own funds of the company. Also a 
lease transaction can be written off over a shorter period 
of time in which event effectively the asset is depriciated 
at a much faster rate. 

Speed is the other major advantage. Lease offers 
finance much faster than financial institutions. Commercial 
banks and other financial institutions though efficient have 
to work through various hierarchichal levels to obtain 
credit approvals and have also to work closely with their 
lawyers in perfecting their security documentation. Since 
the lease agreement does not involve any specific document 
other than the lease agreement, leasing companies are in a 
better position to react quickly. 

Leasing is an additional source of term finance 
to industry which leaves unimpaired their recourse to other 
forms of borrowing. Since leasing obligations donot appear 
a debt on balance sheet the financial ratios are not affected 
adversely. So bankers and other creditors are willing to 
extend more credit to the firm. 
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Leasing go’s are vdlling to accept more risk 
and co^s with poor credit standing can often obtain equip- 
ment on lease even when credit from other sources is not 
available to them. Lending institutions may sometimes 
treat lease as liability but give the borrower the benifit 
of uncertainity in determining the amount of liability. Also 
since leased assets are not reported as assets on balance 
sheet this is a boon to MRTP or small scale industries 
to further grow without crossing the statutory limits. 

Under leasing the cost of an asset i.e. lease 
rentals can be paid out of additional cash generated from 
the use of same asset, Morever the various regularities 
and covenants to be adhered to in case of term borrowing 
from the institutions or market issues of capital can be 
avoided by going in for leasing. 

The cost of leased equipment is precisely 
quantified over a period and so lessees would be more 
concerned about making full use of the equipment than in 
case of owned equipment where the opurtunity cost of lower 
capacity utilization may not bo so evident. Also by going on 
lease a firm avoids all hidden costs of debt. 

Disadvantages of Leasing ; 

1. Charges a higher interest rate. Lease rentals being 



8 


charged at present vary from Rs. 28—36 per thousand 
per month ( around 40>< por annum before tax ). Also the 
rental rate charged from firms with poor credit standing 
is much more than other firms. 

2. It may provide less attractive tax deductions compared 
to interest plus accelrated depriciation. 

3. Reduces the flexibility to despose of obsolete equipment 
before the end of lease term in a financial lease. 

4. Does not provide the prestige that goes with ownership. 

5. Raises the fear of dispossesion of equipment if payments 
are not made during hard times. 

6. There may be restrictions imposed with regard to use 
of the asset with respect to attachment' of certain access- 
ories to it or shifting of asset or number of shifts it 
can be operated. 

7. Establishes a fixed obligation against the company. 
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CHAPTER 2 

LEASING IN I^DIA~PROBLE^^S AND GROVi/TH PROSPECTS 

The concept of equipment leasing is compara~ 
tively new to our country. However in a short span it 
has gained considerable importance as an alternative source 
of finance, benificial to both lessor and the lessee. 

The scope for leasing in India is enormous. 

Lease finance requirement in the country is estimated at 
Rs. 1000/“ crores per annum. The existing leasing co*s 
account for less than 15y( of the total requirement. So 
the scope for leasing in India is enormous. 

There are several factors which neces^iate the 
growth of leasing business in a big way in our country. 

1) Limited scope of internal resource generation of 
companies . 

2) Shortage of funds with financial institutions. 

3) Rigid norms imposed by financial institutions in 
loan agreements. 

4) Increase in capital costs . 

There is lot of need of capital for our industry. 
Leasing by providing an alternative means of financing can 
play a vital role in the development of our economy. 
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Difficulties in way of Rapid Development of Lease Business : 

1. Leasing co’s in India donot enjoy the tax concessions 
similar to those available in other developed countries. 

There is an uncertainity regarding the entitlement of inves- 
tment allowance. 

The first leasing co. of India ( FLCI) which was 
the first leasing co. to enter leasing business was denied 
the benifit of investment allowance by the commissioner 
of income tax Madras. N.A. Paikhiwala representing the 
company before the Madras tribunal secured a verdict enti- 
tling the lessors to investiment allowance. But the Chairman 
of central board of direct taxes has indicated that the lessor 
would not be entitled to investment allowance. Due to this 
a situation is created whore both the lessor and the lessee 
are being denied the benifit of investment allowance. This 
has caused considerable confusion in the leasing industry. 

2. Denial of concessional rate of sales tax: 

Leasing co’s do not have the benifit of *C* 
form of sales tax and hence pay full sales tax on inter state 
purchases • 

3. Restrictions on Import of Capital Equipment: 

Import licences for machinery items at present 
are given only to actual users. Morevor business of 
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equipment leasing is restricted to equipment manufactured 
in India only. Many industrial units cannot take advantage 
of leasing in respect of imported equipment. This is an 
unnecessary restriction and doesnot serve the interests of 
any one. An exception has been made recently in case of 
100;^ export oriented units which can accept imported 
equipment on lease. 

Proliferation of Leasing Co*s : 

The past year has seen proliferation of leasing 
firms. In 1981, there were few companies in leasing. When 
these co’s went public and showed good performance it 
attracted many new companies into the business of leasing. 

As a result there was mushrooming of leasing companies and 
there are an estimated 200 co's at present, big and small 
in the leasing business. 

The financial institutions like ICICI and IRCI 
have also commenced leasing operations. 

Some of the well known leasing co’s in India 

are : 

20th century leasing, Ross Murarka Finance, Deccan Finance 
and leasing company, Nagarjuna Finance, Sundram Finance, 
Magna leasing, Motor and General Finance, Mazda Leasing, 
Pressman leasing, Shetty invostiments and leasing co.# 
and standard medical leasing co. 
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Many of the companies wliich started leasing 
were previously engaged in hire purchase operations. Many 
leasing co's took advantage of this boom to make a public 
issue and later on invested the money in some other activi- 
ties. As a result many of the leasing co's were quoted 
below per in the stock markets and investers faith in them 
was shaken. 


To stop the mushrooming of spurious leasing 
companies the govt has recently raised the paid up 
capital for a leasing co. to go public from Rs. 20 lakhs 
to Rs. 100 lakhs. 

Leasing as a Marketing Tool; 

Leasing has also emerged as a marketing tool 
for many manufacturers. Many manufacturers in tie up with 
a leasing company offer their product on lease. This is 
often done to stimulate the demand for that product and is 
common in industries where there is a strong need to 
stimulate latent demand. For example DCM data products 
and Ross Murarka Finance Ltd, offer DCM computers on lease 
terms. Fedders Lloyd offer their air conditioner on lease 
in tieup with united leasing. 

The importance of of leasing is being realized 
now by many industries as a tool for stimulating their 
sales. 



Tax Shelter ; 


Some group-leasing go’s can use one company as 
a tax shelter for another. Consider for instance an 
situation where a group sets up a new company totally 
family held or even closely held. The asset needs of the 
new company are easily met by group leasing co. at a very 
low rental rates. At the same time as a balancing service 
the group leasing co. leases out assets to another publi- 
cally held co. of same group at phenomenally high lease 
rentals. The later co. is benifitted as it writes of . its 
lease rentals and thereby saves tax. In effect taxes that 
ought to go as govt, revenues are channelised into the 
former company. Thus even as shore holders of public limi- 
ted company and govt, are deprived of what is rigihtfully 
theirs, the controlling family can be benifitted. In some 
other countrios more than 20-30;^ of the portfolio is allowed 
to associate companies then depriciation is disallowed. 

So any day govt, decided that a leasing co. must give at 
least 50/< to firms other than its own subsidiries the 
in - house leasing companies will be in trouble. 
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CHAPTER 3 

PURPOSE AND METHOD OF STUDY 


Purpose of the Study ; 

In our study we wanted to probe some marketing 

as well as managerial aspects of leasing. We tried to find 

out 

1) Why firms go for leasing as a method of financing. 

2) Vi/hat is the process through which firms go in for selecting 
a particular leasing proposal. The criteria used for 
evaluation, analysis and screening of proposals, the 
various sources of information, various influences on 

the lessee and identification of the people involved in 
the above exercise. 

3) The typo of equipment generally leased out, 

4) To know lessee’s view on leasing in general and on 
certain advantages assocj.ated with leasing as claimed 
by leasing companies, 

5) To find out whether the share of leasing is likely to 
rise/ remain about the same/ fall in the firms which 
have already taken equipment on lease, 

6) Some general aspects involved in leasing relevant to 
our country. 
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Method of Study ; 

As leasing is new to our country the only 
available information about it was restricted to articles 
published in business magazines like Business India, comm- 
erce, capital and economic scene. Also there were some 
articles in economic times as well as financial times. This 
information was not sufficient to design a questionare. So 
we wrote to some leasing companies to further our knowledge 
of leasing. A discussion with company’s executive was very 
helpful in understanding leasing as practicedin our country. 

Based on these discussions as well as some 
other sources of information a questionare was designed 
to study some marketing aspects of leasing. A copy of 
questionare is enclosed in the appendix. The survey was 
to be carried out on firms which had recently aquired 
equipment on lease. ' For this again letters were sent to 
various leasing companies asking for a list of their 
clients who had taken equipment on lease. While these 
data were treated as confidential by some leasing companies, 
we were able to get sufficient leads to the lessee organi- 
zations in and around Delhi. We sent the questionare to 
these companies and then followed it up by personal visits 
to each enterprise. This lead to face to face interaction 
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and enriched our basic data. We were able to get 24 complete 
responses to our quostionare. Our subsequent analysis is 
based on these 24 responses. 

Basic Data ; 


As we had promised to various companies to 
treat all information in strict confidence we have given 
fictituous names to various companies. A brief descrip- 
tion of the firms is given. Turnover given is for last 
financial year and the total assets are at the end of 
last financial year. Some of the firms however didnot 
give the turnover and asset data for reasons of confi- 
dentiality. 


SI. 

No. Name of the 

firm 

Main line of business 
of the firm 

Total Turn- 
assets over 
(lakhs) (lakhs 

1. 

Bombay Motor Car 
Co. 

Trading in Vehicles 

63 

1400 

2. 

Suresh Nylon 

Manufacture of Nylon 
tyre cord. 

2849 

4288 

3. 

Trishul 

Engineering 

Manufacture of Sugar 
mill machinery. 

1928 

6000 

4. 

Ruby Cotton 
textiles 

Manufacture of Textiles 
and nylon yarn 

6815 

11858 

5. 

Mahesh Electro- 
steel 

Manufactures CRCA 

Steel Strips 

525 

1600 
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SI. No. Name of the firm Main line of Business Total Turn- i 

of the firm assets over 

(lakhs ) (lakhs 


6. 

Industrial 

Management 

Consultants 

Management Consultancy 

1 

5 

7. 

Fa war Brokers 

Oil Merchants 

20 

2500 

8. 

Plaza Advertiaing 
agency 

Advertising Agency 

1.5 

120 

9. 

Sangam Distributors 

Distribution of 

ITC/VST/ Amul 

NA 

600 ; 

10. 

Govind Marketing 
Consultants 

Advertising and 

Marketing 

NA 

NA 1 

11. 

Software 

Consultants 

Software Consultancy 

17 

25 

12. 

Trishul Ple.nty 

Ertgg, Co. 

Manufacture of process 
Equipment for ONGC 

NA 

NA 

13, 

Star Paper and 

Cement Industries 

Manufacture of Paper 

Board and Cement 

8914 

9332 

14. 

Sood Lamps Pvt. 

Ltd. 

Manufacture Telephone 
Poles, Lamps. 

NA 

100 

15. 

United Industries 

Manufacture Crushers, 
Impactors for Cement 
Plants 

NA 

500 

16. 

Afehesh Ispat 

Manufacture of Steel 

660 

1300 ' 

17. 

Dulani Transport 
Company 

Goods Transportation 

NA 

. NA 

00 

Chinar Engineering 
and Construction co 

Engineers and Contractors 

• 

400 

1500 

19. 

Arvind Motor 

Car Co. 

Manufacturing Brake 
Linings, Trading in 
Vehicles . 

NA 

2800 

20. 

Arjun Constructions 

Civil Engineers 

NA 

NA 


20 
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SI. No, Name of the firm Main line of Business Total Turn~ 

of the firm assets over 

(lakhs ) (lakhs 


21. 

Bharat Communications 

Manufacture of Electro- 
nics typewriters 

NA 

NA 

22. 

Standard Drug, 

Manufactures basic 

2622 

3700 


Co. 

Drugs, Cosmetics, 
PharmacGuticals 



23. 

Everest Cement 

Manufacture and 

1049 

5522 


Co . 

selling of Absestos 
Cement Products 



24. 

Technology 

Technology Transfer 

NA 

NA. 


Transfer 

Consultants 
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CHAPTER 4 

IVHAT INDIAN FIRMS FEEL ABOUT LEASING 


Leasing companies claim number of advantages 
in favour of leasing. While some of these claims may not 
be correct it is important to know the 'lessee’s view 
regarding the advantages claimed and the influence they 
had on a decision to acquire equipment on lease, A table 
giving the lessee’s response to various claims is given* 


TABLE 


SI. No 

, Statement 

Disag- 

ree 

Agree 

Strong 

influe- 

nce 

on 

deci- 
sion to 
1 e a se 

1. 

Lease conserves cash flow 
by providing finance and 
allows a firm to employ 
its funds for working 
capital requirements. 

2 • 

22 

16 

2. 

Rental charges of a 
lease are deductible 
from pretax profits. 

0 

24 

13 

3. 

Formalities to be gone 
through for obtaining lease 
finance are much less than . 
institutional finance. 

2 

22 

7 
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SI, No. Statement 


Disag- Agree Strong inf- 
ree lunce on 

decision 
to lease 


4, By going on lease a firm can ^ 

obtain funds without subjecting 
itself to restrictions imposed 

by institutional finance, 

5, Lease obligations are not 5 

reported as company's liabi- 
lities. So company’s 

ability to raise credit from 
other sources remains unaffected, 

6, Lease provides almost lOOyi 9 

finance while banks and 

financial institutions 
require contribution from 
borrower also. 

7, Financial institutions 3 

generally sanction funds only for 
specific projects and not for few 
pieces of equipment. In such 

cases leasing provides a means 
to acquire equipment without 
straining the cash reserves of 
the company, 

8, Due to tax advantages leasing is 12 
generally more profitable than 
other alternatives. 

9, A leased equipment has no 2 

restrictions on use and is as 

good as one’s own asset. 


19 


19 


15 


21 


12 


22 


6 


8 


6 


11 


6 


0 


A majority of the respondents agree with most of 
the advantages clamed in favour of leasing by leasing co’s. 
While financial leases do offer some definite advantages? 
the reason that most of tho people agree with the claims made 
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by the leasing companies is due to the fact that most 
articles about leasing in newspapers and business maga- 
zines are written by people from leasing companies stressing 
that leasing is more profitable and the advantage of leasing 
are generally played up. 

A majority of the respondents agree with most of 
the advantages claimed in favour of leasing by the leasing 
companies . 

12 firms ( out of 24 ) disagree with the claim 
that due to tax advantages leasing is generally more 
profitable compared to other alternatives. At the current 
rental rates leasing is certainly more costly than the 
cost of debt and that half of the firms think that leasing 
is generally more profitable compared to other alternatives 
indicates that many firms donot carry out a careful evalua- 
tion of lease proposals. 

As leasing becomes more common and the analytical 
techniques for comparing lease with other alternatives become 
more accurate, more and more firms will realize that leasing 
is costly method of financing. 

Considerable number of firms ( 9 out of 24) do 
not agree that lease provides almost 100^ finance. This is 
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because some leasing companies charge advance to the tune 
of 20 /‘ especially to small companies. Most of the leasing 
companies however do not take advance. There is a practice 
of taking 1st months rental charges in advance. Leasing 
companies which insist on advance are likely to loose busi~ 
ness to other competitors. 

That lease conserves cashflow by providing 
finance and allows a firm to employ its funds for working 
capital requirements had a strong influence on the deci- 
sion to lease in maximum number of firms. The second most 
influencing factor is that lease rentals are deductible 
from pretax profits. The 3rd important factor is that 
financial institutions generally sanction funds only for 
specific projects and not for a few pieces of equipment. 

In such cases leasing provides a means to acquire equipment 
without straining the cash reserves of the company. Other 
factors were also considered important by some firms. 

Most of the firms feel that the leased equipment 
is as good as ones own equipment and there are no restrictions 
on its use. 

Most of the firms agreed that by going on lease 
the company's ability to raise credit from other sources 
remains unaff ected*One firm indicated that by borrowing 
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from different types of sources a firm can raise greater 
amount of debt than would be available from a single 
source* While most of the firms felt that by going for 
leasing a firm can obtain more funds than would be availa- 
ble if the firm went only for debt financing , some other 
firms were of the opinion that basic credit restriction 
is ability to meet payments regardless of whether on a 
lease or a debt. These firms indicated that both leasing 
and term loan were fixed obligations and one has to see 
his ability to pay them back before going in either for 
a lease or for a debt. 
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CHAPTER 5 

THE LEASING PROCESS IN DIFFERENT MARKET SEGMENTS 

Marketing in a firm consists of f^an integrated 
strategy aimed at providing customer satisfaction . Each 
company’s oppurtunity to generate revenues from a market 
depends in part on how well its marketing offer meets 
potential market requirements. So there is a need to 
understand the requirement and the behaviour of the market. 

An organization that decides to operate in some 
market normally cannot serve all customers in that market. 
The customers are too numerous or different in their buying 
requirements and buying practices to be effectively and 
superiorly served by one organization. This calls for two 
steps. 

1) Market segmentation : This is the act of subdividing 
a market into distinct and raeeningful subsets of customers 
who might merit separate marketing program and effort. 

2) Market target selection : a market target is a group 
of customers towards which an organization directs its 
marketing efforts. Target marketing is the act of evalua- 
ting selecting and concentrating on those markets that 
the company can serve most effectively. 
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Basis of Segmentation; 

We had data regarding 24 firms which had taken 
equipment on lease. Two methods of segmentation were 
considered. 

The first method was based on the primary reason 
due to which a firm was attracted tovjards leasing. The market 
was divided into 3 segments A, B and C. All of these firms 
which were attracted towards leasing primarily due to talcs 
benifits and considered leasing to be financially more attr- 
active compared to other means of acquiring equipment. 
Segment B: Firms w/hich went for leasing because an investment 
proposal was faced with shortage of funds. 

Segment C; Firms which wont for leasing because leasing 
had emerged as a new rhethod of acquiring equipment. 

There were vast differences in the behaviour of 
these segments. Also the resulting segments wero large 
enough but it was felt that it v>/ould bo difficult for a 
leasing company to identify these segments. The identifi- 
cation of segments was very easy for us but it would be 
very difficult for a leasing company to know a priori why 
their clients take equipment on lease. So this method of 
segmentation was not followed. 
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In the 2nd method of segmentation the following 
segments were identified t 

Segment A ; Firms engaged in non-manufacturing activities 
Segment B: Small to medium sized manufacturing firms 

Segment C; Large manufacturing firms. 


These segments were sufficiently large and also 
were easy to identify. Also considerable difference was 
found in these segments. So this method of segmentation 
was choosen. 

Segment wise Breakup of Firms; 

Segment Main line of Number of Name of the firms 
business firms ( disguised) 


A non-manuf actu- 9 

ring activities 
like trading, 
advertising 
consultancy and 
marketing. 


Sangam distributors, pawer 
brokers Dulani transport 
co.fGovind marketing consul- 
tants software consultants? 
Arvind motor car co.»Plaza 
advertising agency. Indust- 
rial management consultants# 
Bombay Motor car co. 


B Small to 6 

medium sized 
manufacturing 
industries 


Chinar engineering and 
construction co. 

Arjun constructions, united 
Industries, Bharat 
Communications, sood lamps 
Pvt. Ltd, 
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Segment Main line of Number of Name of the firms 
Business firms ( disguised 


C Large manufa- 9 Ruby cotton textiles, 

cturing >/iahesh electrosteel, 

industries Mahesh ispat, Trishul 

Engineering ,Trishul 
plenty engg. Co., Standard 
drug CO., Everest cement 
CO., Suresh Nylon, star paper 
and cement industries. 


Types of equipment taken on lease ; 

Almost all types of equipment are taken on 
lease. Manufacturing machinery accounts for the largest 
share ( 38 sp 7^ ) follov/ed by material handling equipment 
(33.4j<) as shown in table* 
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TABLE 

AMOUNT IN LAKHS 


ype of 
equipment 

Segment A 

Segment E 

1 Segment C Total 

Generator 

0(0/.) 

O(O^) 

23(8.1/) 23(5.2/) 

Vehicles 

11.25 (33. 4><) 

4, 5(4, 3/.) 

12.7(4.1/)26.45(6/) 

Airconditioners 

3.6 (13;^) 

5.0(4.9?J) 

9(2.9/) 17.6(4/) 

Material 

handling 

equipment 

0 

13(12. 7><) 

135(43.2/) 148(33.4/) 

Computers 

4.58(16.3^) 

2(1.9/) 

6(1.9/) 1258(2.8/) 

Manuf ac turing 
machinery 

7.5(34.3j<) 

73(71.2^) 

89(28.5/) 171.5(38.7/) 

Office 

equipment 

.78(2,8/.) 

5(4.9/.) 

38,9(12.2/)43.81(9.9/) 

Total 

27.7 (lOOj^) 

102.5(100/) 

312.89(100/) 443 

Average/firm 
in lakhs. 

3.07 

11.71 

34.75 


Further the 

table reveals 

marked differences 

among segments 

in the size 

of deals, and 

there relative emphasis 


on different kinds of leased assets. These are discussed 
below. 

Size of Segments s 

Segment C accounts for the maximum equipment 
leased (70"/i) • It is followed by segment B which accounts for 






29 


Q-Zy. of the leased equipment. Segment A accounts for only ly 
Further the average amount of equipment leased/firm is also 
higher for Segment C (34.75 lakhs ) followed by Segment B 
(11.71 lakhs ) and segment A (3*07 lakhs ). 

This gives the impression that the total 
leased equipment in Segment C is much larger than in 
Segment B and A. This is not correct due to following 
reasons. 

There was a tendency in our study to cover 
larger firms because there are people in these firms which 
can fill the queationare and also the leasing companies 
generally gave name of big clients for reasons of prestige. 

In addition to this we also felt that the bigger companies 
which had got seperato departments like finance will unders- 
tand the issues involved in a better way. 

Many of the small co’s with small lease deals 
involving only few thousand rupees either may not have signi- 
ficant exposure to leasing to be able to help us or may 
not be interested in filling the questionare. So the actual 
number of leasing co's in Segment A and B may be much larger 
than covered by our study and the equipment taken by these 
segments may also be more. 
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pomparision of the . Pattern of Lea^e_d__Equipment t^ken by 
Segments : 


In Segment A material handling equipment and 
manufacturing machinery form the largest chunk of equip- 
ment leased. In Segment B manufacturing machinery and in 
Segment A vehicles form the largest chunk. 

Generators have been taken on lease by Segment 
only. Also the percentage of leased vehicles, airconditior 
and computers is much higher in Segment A compared 'to othc 
Segments. Similarly the share of office equipment is muci 
higher in Segment C compared to other Segments. 

Reasons for Difference: 

The differences in the pattern of equipment 
taken on lease by different segments is mainly due to 
difference in the type of activities in which the firms are 
engaged in the 3 segments. 

Segment A consisting of non-manufacturing fixms 
mostly takes vehicles, air conditioners and computers on 
lease. The office equipment taken by this segment is low 
because leasing co’s are willing to give office equipment 
( like furniture, carpets ) to A class clients only. The 
reason is that there can be problem with resale of these 
items and so leasing companies give such items only to 


A 
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financially sound co’s. One firm in this segment has recently 
started some manufacturing activity and due to that share 
of manufacturing equipment is significant in Segment A . 
Segment B consists of small to medium sized manufacturing 
firms. The major requirement of these firms is manufac- 
turing machinery and material handling equipment to some 
extent. 

Segment C leases almost all type of equipment 
but being basically large manufacturing concerns the share 
of manufacturing and material handling equipment is more. 

The Initial Impetus to Lease ; 

The initial impetus for leasing may come up 
due to various factors. Some companies might consider 
leasing on being approached by a leasing co., while others 
may be forced to consider it when a capital investment 
proposal is faced with shortage of funds. The following 
main factors listed in the table were found out. 
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TABLE 


SEGf/£NT 


Initial Impetus 

A 

B 

C 

Total 

1. 

A leasing co ‘approached 
with a proposal 

- 

- 

3 

3 

2. 

An investment proposal 
was faced with 
shortage of funds. 

5 

2 


7 

3. 

Leasing had emerged as 
new method of acquiring 
equipment 

a 3 

4 

8 

15 

4. 

Tax benifits due to 
leasing 

3 

1 

2 

6 

5. 

Personal Contacts 

2 

- 

- 

2 

6. 

Introduced by the 
the manufacturer 

3 

•p* 

MM 

3 


In most of the 

companies the 

alternative 

of 

leasing an equipment was considered because 

leasing 

had emerged 

as 

a new method of aquiring 

equipment. 

The 

other main important 


reasons were shortage of funds for a capital investment propo- 
sal ( in 7 firms out of 24) and tax benifits due to leasing 
( in 6 firms out of 24). 

Comparision of Segments: 

Most of the firms in Segment A gave, shortage of 
funds as the reason due to which a proposal for leasing 
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was considered. In Segment B and C most of the firms 
considered leasing as it had emerged as a new method of 
acquiring equipment. Some firms in Segment C also considered 
leasing when they were approached by a leasing company while 
none of the firms in Segment A and B were approached by a 
leasing co.. Personal contacts and advice of manufacturer 
were also important factors in Segment A while they were 
not of any importance in other Segments. 

Reasons for Difference; 

Firms in Segment A were engaged in non-manufa- 
cturing activities and about half of them were new firms 
due to which they were operating on a low capital base. 

So the firms were consequently faced with shortage of 
funds. The executive of a small firm told us that leasing 
didnot cause any immediate financial burden on the firm and 
he was confident of meeting the lease rentals in future out 
of cash flows generated by his business. As the firms invol- 
ved in Segment A were small personal contacts were also 
important. 

For most of the firms in Segment B and C 
leasing had emerged as a new method of acquiring equipment* 
This may be due to the fact that these companies have seper-, 
ate finance departments, due to which they were more aware 
of the emergence of leasing and therefore considered it. 
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Other Financial Options which Compete with Leasing ; 

Other financial alternatives like term loan 
and out-right purchase compete with leasing. The following 
table shows that the number of firms which considered these 
alternatives before deciding to acquire equipment on lease. 


TABLE 

SEGMENT 


Financial Options 

A 

B 

C 

Total 

Considered out-right purchase only 

6 

4 

— 

10 

Considered term loan only 

1 

- 

1 

2 

Considered both outright purchase 
and term loan 

1 

1 

6 

8 

Considered none 

1 

1 

2 

4 


Outright purchase was considered by maximum 
number of firms ( 18 out of 24). Term loan was considered 
by 8 firms ( out of 24 ), while only term loan was consid- 
ered by 2 firms only. So most firms do consider other 
financial options when they go for lease and lease has to 
complete more often with outright purchase than with term 
loan. So in many co’s leasing may be considered when term 
loan option is not open. 
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•ocvnpcirision. bv « 

Contrary to the generaltrend the term loan 
option is considered by majority of the firms in Segment C 
( large manufacturing concerns). Most of the firms in 
Segment C consider both outright purchase and term loan 
option while most of the firms in segment A and B consider 
outright purchase only. 

Reasons for Difference Between the Segments; 

For Segment C firms the term loan from finan- 
cial institutions may be more easily available since they 
are large public limited go's. For smaller firms in 
Segment A and B easy access to institutional finance may 
not be available or these firms might have already crossed 
the limit of their borrowing. An indication of this is 
from the fact that for most firms in segment A the impetus 
for leasing was the shortage of funds for a capital inves- 
tment proposal. 

Extent of Formal Analysis ; 

Vfe wanted to know whether companies make any 
formal analysis comparing lease wdth other alternatives 

I 

and the basis on which such analysis was made. While some 
companies may carry out the analysis on future cash flow 
basis , others may carry it out on return on investment r: 
basis or some other criteria. 
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TABLE 


SEGiVlENT 


Formal Analysis on 

A 

B 

C 

Total 

Future cash flows only 

3 

1 

- 

4 

Return on investment only 

2 

- 

1 

3 

Both on future cash flow and 
return on investment 

1 

4 

8 

13 

No analysis 

3 

1 

0 

4 


Most of the companies evaluate the lease 
proposals with other alternatives both in terms of return on 
investment and future cash flows. 

Differences in Segments: 

More extensive analysis both on future cashflows: 
and return on investment is carried out by firms in Segment 
B and C than in Segment A. 

Reasons for Difference: 

The firms in Segment B and C have got formal 
finance or accounting departments due to their bigger size 
compared to segment A and hence are in a position to carry- 
out through evaluation of Lease vs. other alternatives. 
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In many firms in Segment A the evaluation is carried by the 
chief executive himself and raany times it is not a detailed 
evaluation. 

Number and Variety of Proposals Received: 

This gives an idea of the choic a lesseee has 
got in the selection of a leasing company. Normally one 
proposal was received from a leasing co. and so number of 
proposals received is indicative of the number of the 
leasing co’s which submitted proposals for leasing of a 
particular equipment to the lessee. The firms which approached 
a bank acting as a lease broker are not considered as propo- 
sals were screened by the bank. 

Number of proposals Received by a firm 


Segment 

*1 proposal 

2-4 

5-7 

8 and mof# 

A 

3 

6 

- 

- 

B 


4 

- 


C 

— 

1 


3 

Total 

3 

11 

2 

3 


Most of the firms got 

2-4 proposals 

(11/19). 

While some 

firms got as many 

as 10 

proposals others got just 
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one proposal. So there is a wide variation in the choice 
which different firms have in making a lease deal. 

Differences Between Different Segments: 

Firms in Segment A receive very few proposals 
while firms in segment,, C get many proposals clearly is 
an indication that leasing co's attach considerable impor- 
tance to this Segment. All firms in segment B got 2-4 proposals. 
So firms in segment A have very less choice while Segment C 
firms have considerable choice. 

Reasons for Difference: 

The firms in Segment C are all big public 
limited co's and as the deals involved were big many leasing 
co’s tried to secure the lease deals. Also many firms in 
segment C themselves approached many leasing co's and also 
many were approached by leasing co's . The risk involved ii^ 
giving lease to these co's is almost negligible and so many 

f 

leasing co's were interested. 

In Segment A the deals involved are Quite 
small, and also many co's are not interested in giving lease 
to small parties aa they consider it to be bit risky. Some 
firms in Segment A went for leasing due to shortage of funds 
and grabbed the only offer that came thoir way. Also hardly 
any leasing company approached Segment A. 
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Variety of .-'Proposals ; 

Most of the firms have indicated that the propo- 
sals were not very different. The difference was mostly in 
the rental rates. 

Besides rental rate the other difference between 
different proposals was that while some leasing co’s asked 
for advance to the tune of 20yi other's didnot ask for it. 

Only one co. has indicated that it got proposals which were 
very different from one another. Some of these proposals 
offered variation in rental rates. But on the whole the 
lease proposals lack inovation and are almost similar due to 
which lessee's do not have much of a choice. 

People Involved in Making a Lease Decision; 

1) People Involved in Analysis of lease vs. term loan vs 
outright pruchase: 

In most of the firms where a separate finance 
department was there generally the finance manager or 
Finance Officer were involved in such an analysis. In smaller 
co's where a separate finance department was not there the 
chief executive was himself involved in such an analysis. 

In some co's commercial manager and company secretary were 
also involved. 
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2) Main people involved in Screening of Lease Proposals: 


In most of the Go's this was again done by 
finance department* An idea of the people involved is 
given in the table. 


Designation 
Manager Finance 
Finance Controller 
Accounts Manager 
Finance Officer 
Chief Executive 


Number of firms, 
8 
4 
3 
3 
,9 


People who are involved in screening of propo- 
sals were also involved in analysis of proposals. 

In larger firms of segment C the chief execu- 
tive was never involved in the screening of proposals 
while in Segment A firms the chief executive was almost 
always involved. 

3) Person who gave the final approval to make lease deal 
with a specific leasing co.: 

In about half of the firms the deal was approved 
by chief executive. This is true in Segment A and B. In 
segment C firms the final approval was given by the head of 
finance department like General Aten ager ( Finance ) or 
Finance manager. 
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Effect of Sales Team Visit; 

Whenever the lease deals involve substantial 
amount it is' common for the leasing co’s to send their sales 
team except when lease deal is made through a bank. The 
tasks performed by sales team may differ from merely comp- 
leting the lease agreement and other formalities to selling 
the lease proposal. 

Out of the 19 firms ( not including the five 
which went through the bank ) 15 were visited by sales 
teams, as shown below in the Table. 


Segment 

Number of 
firms visited 
by sales team 

Number of 
firms which 
feel visit v;as 
effective 

Number of 
which feel 
visit was 
effective 

firms 

the 

not 

A 

5 

5 

- 


B 

3 

1 

2 


C 

7 

3 

4 


Total 

15 

9 

6 

' 


All firms in Segment C ( excluding those 
firms which went through bank were visited by the sales 
team while only half of the firms in segment A were visited 


\ 
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by t.ie sales team. This may be due to bigger deals invol- 
ved in Segment 8 and C compared to Segment A. 

All firms in Segment A felt that the visit 
by sales team was effective while most of the firms in 
Segment B and C felt that the visit was not effective. 

The reason for this raay be that firms in 
Segment B and C consisted of seperate finance departments 
and had people with a better understanding of leasing who 
were not impressed much by the arguments of sales team. 

The positive points mentioned by respondents 
about the sales team are: 

1) Contributed information to clarify the screening and 
decision making process. 

2) Communication of relative advantages of leasing and 
of the particular lessor. 

The negative points mentioned are 

1) Inability to spell out all details . 

2) Inability to understand buyer’s position. 

3) Hiding of actual interest rate. 

4) Pcor follow up, 

5) Not well familiar with the leasing terms. 
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Inspite of these short comings the firms which 
were not visited by sales team were hopeful that such visits 
would be useful. 


Influence of Outsiders on Decision Process : 


Most lessee's (14 out of 24) are influenced by 
the advice of other lessees, lease brokers and consultants. 
The table given below gives the details Segment wise. 
Influence by outsiders 


Segment 

Other 

lessees 

Bank acting 
as a lease 
broker 

Other lease 
brokers 

Consul- 

tants. 

A 

2 

- 

- 

3 

B 

- 

2 

- 

2 

C 

2 

3 

3 

1 

Total 

4 

5 

3 

6 


Consultants have got a considerable influence on 
Segment A while firms in Segment B consult them only for 
initial familiarization and firms in Segment C do not consult 
them al all. 

The advice of other lesse's has got a considerable 
influence on firms in Segment A while they do not have much 
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influence in other segments. 

The bank ( acting as a lease broker ) has 
considerable influence on segments B and C while no 
firm in Segment A was advised by the bank. The firms 
in Segment B which consult the bank depend totally on 
the bank and generally get a package deal from the bank. 
Though the bank’s recommendation has got a considerable 
influence on Segment C firms also, they consult it mostly 
to come in touch with one or more leasing companies and 
carry out the negotiations themselves. 

Other lease brokers have a moderate influence 
on some firms in Segment C and no influence on firms in 
other Segments. 

The merchant banking division of the Grindlay’s 
bank act as a lease broker in many big deals. V/hen a co. 
which wants to take equipment on lease approaches the bank 
with a proposal the banks gets in touch with various 
leasing co’s and helps both the lessee and a particular 
leasing co. to reach an lease agreement. The bank charges 
a commission from both the parties. The bank ensures that 
the rental rate charged is at the prevailing market rates 
and the lease agreement does not contain any clause which 
is not in lessees interest. 



Since leasing ivS nev; in our country outsiders 
advice can have considerable influence. Firms without 
any previous exposure to leasing often seek advice from 
outsiders. 

Effect of Advertisements; 

Advertising is one of the major tools companies 
use to direct persuasive communications to target buyers. 

16 firms. out of 24 recalled seeing adv; rtisements of leasing 
co's. 

Since most of thdse advertisements were for public 
issues it didnot have any considerable effect on most of 
the firms. Some firms however indicated that though the 
advertisements were mostly for public issues only it created 
an awareness that leasing was coming in a big way and that 
this option was also available for acquiring equipment. 

3 firms indicated that besides public issues 
they had seen other advertisements also which had a favourable 
effect on them. The co's mentioned in this regard are 20th 
century leasing Ltd. and Ross Mur aka Finance Ltd. 

The leasing co's recalled by 5 or more respondents 
aresMidwest leasing, 20th century leasing, Ross Murarka 
finance, Nagarjuna Finance and First leasing co. 
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while almost all firms in segment C recalled seeing adver- 
tisements only aboi|!r"’half of the firms in segment A and B 
recalled seeing advertisements. Also all the 3 firms which 
have indicated a favourable effect of advertisements 

belong to segment A. This means that segment A can- be 
influenced by advertisements more than the other segments 
and any firm going after segment C must pay special atten- 
tion to adv^-rtising, 

Prefered Attributes of the Lease Package; 

The lease package can be viewed as a product. 

The attributes of a lease package which are considered 
important by the lessees are given below. 

The number given outside the bracket gives the 
number of firms which have given an attribute as 1st 
criteria. The number inside the brackets gives the number 
of firms which have given an attribute as 2nd criteria. 


Attribute 

A 

B 

C 

Total 

1, Average rental rate 

3(3) 

5 (1) 

7(0) 

15(4) 

2. Suitability of payment 

3(5) 

1 (1) 

1(6) 

4(12) 

plan 





3. Reputation of leasing 

CO. 

0(1) 

0 (1) 

3(1) 

3(3) 

4. Link up with manuf acturerS (0) 

0 (0) 

0(1) 

3(1) 

5. Termination Option 

0(0) 

0(3) 

0(0) 

0(3) 
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Average rental rate is considered to be of utmost importance 
in segment B and C. Though it is considered important in 
segment A also but it is not considered as important as in 
segment B and C, 

Suitability of rental payment plan is consi- , 
dered more important by segment A than segment B and C. 

Reputation of le sing co, is considered quite 
important by segment C only. 

The link up between a leasing co. and the 
manufacturer is of considerable importance in segment A 
while it is not of much importance in other segments. 

Segment B attaches more importance to termina- 
tion option compared to other segments where it is hardly 
of any importance. 

Reasons for Difference: 

Most of the firms in segment A were faced 
with shortage of funds and so suitability of payment plan 
was more important for this segment compared to other 
segments. The deals involved in this segment were small 
and in some cases when a firm wanted to buy a specific 
piece of equipment from a manufacturer who had a tie up 

the choice before the firm was limited 


with a leasing co. 
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to a specific leasing co, only. So link up between 
manufacturer and leasing company was quite important in 
this segment. 


Segment B and C firms were attracted towards 

leasing because it had emerged as a new method of acquiring 

equipment. These firms had considerable choice before 

them and had separate finance departments. These firms 

were a better position to bargain for better terms and so 

the 

the interest cost of the lease plan was/ most important 
criteria. 


Segment B which consists of small to medium 
size manufacturing firms seems to attach more importance 
to termnination option than other segments. The maximum 
share of leased equipment in segment B is manufacturing 
machinery and the segment may be interested in using it 
after the lease period also. 

Segment C consisting of large manufacturing 
concerns had better understanding of leasing and were aware 
that there is a fear of dispossion of asset in case the 
leasing co. winds up and so attach considerable importance 
to the reputation of the leasing co . compared to other 
segments. 
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Future traid in Leasing in Different Segments; 

The future of leasing depends on number 

of factors 

1) The demand for equipment. 

2) The status of tax laws. 

3) The extent to which banks and financial institutions 
are able to meet the finance requirements of the 
corporations. 

4) The extend to which lease as compared with other 
means of aquiring equipment meets the needs of the 
individual firms. 

This depends on 
a- The terms of agreement. 

b~ The availability of cash to the corporation. 

c~ The worth of the Re. to the firm. 

' Most of the firms 19 ( out of 24 ) have 
indicated that the share of leasing is going to rise in 
future aquisitions. Two firms have indicated that it is 
likely to remain same v/hilo 3 firms have indicated that 
it is likely to fall. 

This means that there is going to be a 
substantial increase in the demand for leased equipment 


in future 
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Indus try- Wise Trend: 

The number within the brackets indicates 
the number of firms in which share of leasing is likely 
to fall in future, while the number outside the 
brackets gives the number of firms in which share of 
leasing is likely to rise in future. 

TABLE 


SEGAffiNT 


Type of equipment 

A 

B 

C 

Total 

Generator 

1(1) 

1(0) 

1(4) 

3(5) 

Vehicles 

6(0) 

1(0) 

5(1) 

12(1) 

Air Conditioners 

5(0) 

2(0) 

2(1) 

9(1) 

Material handling 

0(0) 

3(0) 

1(2) 

4(2) 

Computers 

6(2) 

1(0) 

4(0) 

11(2) 

Manufacturing Machinery 

1(0) 

4(0) 

2(3) 

7(3) 

Office equipment 

2(0) 

1(0) 

6(0) 

9(0) 

Generators : 

Because of subsidy 

available on 

purchase 

of 

generators many co's fool that 

leasing 

of generators 

is 


going to be loss in future. 
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Vehicles ; 


There is a bright scope for leasing of vehicles . 
Tho domnnd for leased vehicles is likely to be quite high 
in segment A which consists of non-manufacturing firms. 

Segment B has taken very less vehicles on lease 
and also is not likely to take much vehicles on lease in 
future also. In segment C there is likely to be good demand 
for vehicles in future also. 

Airconditioners and Reforigration Equipment! 

There is likely to bo good demand for air 
conditioners in future. 

The scope is particularly good in segment A. 

In leasing of air conditioners a link up between a manufac- 
turer and a leasing co. can play a very important role. The 
scope is not very good in segment B and C, 

Material Handling Equipment: 

While the demand for material handling equipment 
is likely to rise in segment B , it is likely to fall in 
segment C. Segment C has indicated preference for non- 
investment items and so this is to be expected. 
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this is that no investment allowance is available on 
many types of office equipment . The demand for office 
equipment is likely to rise very much in segment C, 


s 
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CHAPTER 6 
CONCLUSIONS 

Mirk eti St r a t ^g i e s f or Different Segments ; 

Marketing in a firm consists of an integrated 
strategy aimed at providing customer satisfaction, 'He 
have segmented the market for leased equipment into 3 
segments, 

1) Non manufacturing firms? Segement A 

2) Small to medium size manufacturing firms? Segment B 

3) Large manufacturing firms ? Segment C, 

We analysed the preferences of each segment as 
well as the differences among them. We now analyze the 
market opportunities in each segment and give some guide- 
lines which can be helpful in formulating a marketing 
stifategy for each of these segments. The exact formula- 
tion of a marketing strategy will require much more infor- 
mation about the extent of competion in each segment and 
the size of each segment . On basis of the data collected 
as well as the knowledge gained during carrying out the 
survey certain broad guidelines for formulating a m.arketing 
strategy are given, , 



It is left toaleasing co, to select one, two or all 
segments as market targets based on its own strengths and 
assesment of the situation. 

Segment A (non-manufacturing firms); 

In segment A most of the firms gave shortage 
of funds as the main reason due to which a leasing proposal 
was considered. The core benifit which the customer ( poten- 
tial lesee ) is seeking in this segment is no immediate 
financial burden. Most of the firms in this segment are 
trading, advertising or consultancy firms which operate on 
a low capital base and donot want to lock their capital 
in any fixed asset. For these co’s leasing comes very 
handy in acquiring assets v\/hich involve substantial 
capital outlay but are essential for running the business. 
Many firms in this segment donot have a good idea of leasing 
oppurtunities available to them and there are many firms 
in this segment which can be potential lessees but these , 
firms are not aware of ease with which they can get equip- 
ment on lease and they have not been approached by leasing 
go's. 

An evidence that the firms in this segment 
donot have a good idea of leasing opurtunities available 
to them is that 6 firms ( out of 9 ) in this segment had 
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to pay an advance to tho tune of 20>i. These firms could 
have easily got the leasing offer with no advance had they 
known about some other leasing co»s. Certainly these firms 
which wanted to avoid any immediate financial burden would 
have greatly benifitted by a no advance lease payment plan. 
If any leasing co« not asking for advance had approached 
these firms it could have surely made the lease deal. So 
this segment is being neglected by leasing co's and they 
must pay more attention to this segment whore a higher 

profit margin can be earned. 

in 

Firms^this segment' feel that tho sales team 
sent by leasing co's were effective. The choice before 
this segment is less as number of proposals received are 
very less and few co’s carry out negotiations to got more 
favourable torms. So competition in this segment is 
quite loss and much efforts aro not needed for making a 
lease deal. 

In this segment the deal is made directly 
between the leasing co. and the lessor, without interme- 
diaries. 

Also in this segment there is a high repeat 
purchase. Tho leasing co's must keep on approaching the 
lessees for futher business. Also many firms in this 
segment were influenced by advice of other lessees. So 
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the leasing co. must maintain a continuous relationship 
with lessee, A leasing company can keep inquiring about 
whether the equipment is functioning properly and if not 
the leasing co. can apply for warrantry or request the 
manufacturer to provide service. Even though the leasing 
company will continue to receive the monthly rental payments 
whether the equipment is functining or not, such small things 
will lead to better ’ post-purchase feelings and can gener- 
ate further business from the same lessees and also the 
lessee n*ay recommend the name of the leasing co. to some 
other potential client. 

Many firms in this segment are influenced by 
advice of chartered accountents. So leasing co’s must also 
approach chartered accountants and even a small commission 
can be paid to them if a client comes through them. 

None of the go's in this segment were approa- 
ched by the leasing co’s. 3 firms in this segment have 
indicated that they were introduced to the possibility of 
acquiring equipment by leasing by the manufacturer who 
had link up with a specific leasing company. Such types of 
linkup can thus mean a lot of business for the leasing 
CO. Customer inquiries which are sparked by interest in 
purchasing the equipment may many times end up as acqui- 
sition by leasing. So a whole new segment of clients which 
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was not available earlier may now be available to them. 

Such type of link up limits the choice of a lessee to 
a single leasing company. 

Suitability of rental payment plan is consider- 
ed Cfuito important by this segment. It can be inf ©red that 
these /'irms prefer a proposal with minimum amount of imme- 
diate financial burden. A rental payment plan providing 
for variation in rental payments with lessee's cash flows 
will be very much liked by this segment. 

Many firms in this segment would like to pay 
a less rental charge in the initial months and. a higher 
rental charge in the later periods. The leasing co's 
must provide for such options and can charge a slightly 
higher rental rate for these variations. 

Segment A mostly takes vehicles, computers 
and other data processing equipment like electronic 
typewriters on lease. The future of leasing in this 
segment is very bright and all companies except one have 
indicated that in future the share of leased equipment 
is likely to rise. 

The demand for leasing in future is likely to be 
very high in following items. 
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1) Vehicles 

2) Airconditi oners 

3) Electric and electronic typewriters 

4) Computers and word processors 

Keeping this in viev; a tie up with a reputed 
manufacturer in these fields can give a differential 
edge to a firm in this segment. 

Most of the leasing co's were earlier hire- 
purchase co*s and many firms which had earlier taken the 
equipment on hire purchase may be interested in taking it 
on lease. So such firms must be approached. 

Segment B ( small and Medium Sized Manufacturing Firms): 

In this segment there is likely to be high 
demand for leased equipment in future. While the large 
co’s in segment C have indicated that they are not likely 
to lease items on which investment allowance cannot be 
claimed, this segment has no such preference and has in 
fact indicated that the share of leasing in future acquisi- 
tion of manufacturing machinery is likely to rise. Out of 
the total equipment leased by this segment manufacturing 
machinery accounts for 11 , 2 '/.* 

Leasing of manufacturing machinery can be quite 
profitable to leasing co’s as they can claim investment 
allowance and depriciation which can give them valuable 
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tax shelter. 

This segment also seems to be bit neglected 
by leasing co's. None of the co's were approached by the 
leasing co»s. Personal links as well as link up with a 
manufacturer have also not played any significant role in 
this segment. The reason may be that there is no leasing 
CO, with a linkup with a manufacturer of machine tools * 
or other manufacturing machinery. A link up with a 
machine tool manufacturer can help a leasing company to 
get accross to more firms in this segment and thus will 
help it to broaden its customer base. 

Many firms in this segment considered leasing 
as it had emerged as a new method of acquiring equipment. 
Also this segment received more proposals compared to 
segment A but less than segment C. The segment is not very 
impressed with the sales team sent and so there is a need 
to send more prefessional sales team as tho deals involved 
are also sufficiently big. Tho sales team failed to 
convince this segment about the tax benifits of leasing. 

Also the firms complarred of poor follow up. 

Some firms in this segment seek the advice of 
chartered accountants as in case of segment A, So leasing 
companies must establish contact with .chartered accountants. 
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Some other firms go to bank which acts as a lease broker. 
The leasing co. should not try to contact the lessee on 
its own and try to make a deal with the lessee directly , 
by -passing the bank. This way the leasing company and 
the lessee may be able to avoid paying brokerage fee to 
the bank but the bank takes it as an unethical practice 
and it is not likely to send any future offer to the 
leasing company. Also a reasonable rental rate must be 
quoted for offers through the bank. 

Average rental rate is considered quite 
important by this segment. Contarary to other segments 
the lessees in segment B attach more importance to 
availability of better option at the termination of the 
lease. This is due to the fact that this segment mostly 
takes manufacturing machinery on lease and are interested 
in using it even after the lease agreement is over. So 
a suitable termination option must be incorporated in 
a lease package designed for this segment. 

Many firms in this segment think that leasing 
is generally more profitable compared to other alternati- 
ves due to tax advantages. This is more of an Illusion 
than a reality and it shows thst a proper evaluation of 
lease proposals is not carried out. To make the claim of 
tax advantages more real the leasing co's should design 
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innovative and custom tailored lease packages which 
allow for variation of lease rentals so as to provide 
more tax shelter to the lessee. The lease rentals can 
be provided on an accelrated or deaccelrated basis or 
can be varied depending on the taxable profits of the co.. 

Advertisements can have a good influence on 
this segment. They can help in creating awareness and is 
a good means of reaching clients in this segment. Though 
most of the advertisements are for public issues yet 
one firm in this segment has indicated that it created 
a favourable effect. 

Segment C ( Large Manufacturing Firms)? 

The deals involved in this segment were 
quite big compared to other segments. This segment 
receives much more attention from leasing co’s compared 
to other segments. The risk involved in giving lease to 
firms in this segment is very less but the rental charges 
are also lower compared to other segments, this segment 
also takes lot of office equipment on lease which is 
many times not given to segment A firms. 

In this segment the reason given by most co’s 
for considering leasing is that leasing had emerged as 
a new method of acquiring equipment and some firms 
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considerod it when thoy were approached by a leasing company. 
Also many firms in this segment got as many as 10 proposals 
and carried out extensive negotiations with many leasing 
CO *8 to get better terms. 

In this segment most of the firms also keep 
the option of outright purchase and. term loan open when 
they are considering lease proposals and. so lease has to 
complete closely with those alternatives. So much profit 
margin cannot be expected. To make leasing more attractive 
considerable flexibility should be there in the lease 
proposal and there should be option of making monthly, 
quarterly, half yearly or yearly payments. 

Also the variation of rental rate or rental 
payment plan allowing for oarly write off or to give a 
better tax shelter should be provided. 

Reputation of a leasing co. is considered 
■ very important by this segment, A tie up vath a reputed 
manufacturer can enhance the reputation of the leasing 
company. The tie up between Ross Murarka Finance Ltd. 
and DCM data products for their computers which was 
vigrously advertised, is a case in point. Reputation of a 
leasing cb. depends on the directors, bankers, financial 
position of the company as well as its dealing with its 



clients 


Advertisements can also play a role in building a 
good image of a leasing co. 2 firms in this segments have 
indicated that the advertisements of some leasing co’s 
had a favourable effect on them. 

A visit by sales team is very essential in these 

% 

segments and the sales team which visited these firms 
were not considered to be effective by many firms. Since 
the deals involved in this segment are big and as the 
client is having sufficiently good idea regarding leasing 
the sales team must consist of more professional people. 
Instead of just completing the lease formalities the sales 
team should try to create a favourable image of leasing 
co. and must show interest in client’s problems. 

There is a high potential fox sales and lease 
back transactions in this segment. Leasing co’s are not 
giving licence to import machinery, cars etc. and give it 
on lease, co's w^hich have acguired important machinery, 

cars on a quite high cost want to free their capital. Also as 
no depriciation is allowed on imported machinery, leasing 
becomes more attractive. In such cases the leasing companies 
may purchase the equipment and again lease it back to the 
same firm. Many co’s having large amount of funds tied 
up in fixed assets may bfe interested in defreezing the 
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Overall Prognosis of the Leasing Market; 

The past year has seen the growth of a large 
number of leasing companies and many more are likely to 
enter this field. As the market becomes more and more 
competitive the leasing co’s will have to resort to specia- 
lization and try to build their strengths in specific areas. 

At present there is very little specialization 
in the Indian leasing business. The lead has been taken 
by standard medical leasing co. which specializes in leas- 
ing of medical equipment. Anyone thinking of acquiring 
medical equipment on lease is more likely to . aquire it 
from Standard medical leasing co. rather than any other 
leasing co. and so the specialization has given the co. 
a definite edge in this field over the other co's. 

The co. is doing reasonably well. 

Leasing co’s must put more efforts to. make 
leasing as more and more acceptable way of acquiring eqi— 
pment . 

There is more potential for leasing in small 
and medium size manufacturing firms ( segment B ) and other 
non-manufacturing firms ( segment A ). The demand for moder- 
nizations is much more in the medium and small sector 
firms and also there is a great shortage of funas in these 
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segments. Most of the leasing go's axe running after the 
big co’s due to which rental rates have come down. Though 
the risk involved in such deals is less the rental rates 
are also low. So a judicious mix is required to maximize 
the profits at a reasonable level of risk. 

Leasing as an Tnstitution; 

It is unfortunate that as a part of rapid growth 
of lease financing there has been a great deal of confused 
and fallacious thinking about the merits of financial leases. 
The most oxtravagent claim that is frequently made is that 
fianancial lease releases working capital for more productive 
use. This statement is simply not true,- all that a financial 
lease does is to provide another way of borrowing money and 
money may then be put to productive uses within the company. 

Financial leases do offer somo sound advantages 
however. Financial leases may permit a firm to increase the 
percentage of debt type funds in its capital structure when 
more conventional sources of debt would not be readily 
available. Such a change in capital structure should of 
course be a conscious decision on the part of the management. 
We might in fact say that tho primary advantage of lease 
financing is that it appears to be a new concept in corporate 
finance and it may not be an oversimplification to say that 
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lease financing has done nothing more than to become a 
socially acceptable way for a corporation to sell addition- 
al fixed obligations. 

The wrards ’socially acceptable ’ should be 
emphasized; except in rare cases, it is unlikely that the 
use of lease financing has permitted a corporation to sell 
more fixed obligations in total than it would have sold 
using second-mortgage bonds or some form of commercial 
credit. These later forms of debt financing however carry 
an stigma of weakness and one of the reasons that lease 
financing has grown so fast it that it has avoided this 
stigma to some extent . 

Bec'ause lease financing is a financially 
acceptable method' of raising funds, it has also been 
appealing to firms that enjoy a relatively high credit/ 
standing. One of the advantages is that a financial lease 
provides a respectable way of broadening a corporations 
sources of credit. Another reason why blue chip co’s engage 
in leasing is purely because of the convenience of it. a 
financial lease offers a neatly packaged collection of 
financial services and the lessee is able to obtain precisely 
the amount of funds he desires, at precisely the time he 
needs them rather than buying debt funds in bulk ( through 
lar^i ' security issues) and storing them until they are 



needed* It may be true that lease financing costs a 
little more but the costs of direct debt are difficult to 
measure and after all the convenience is worth taking. 
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One of the sharpest criticisms of lease 
financing which is sometimes made is that the practice 
is unethical and may be engaged in by corporations who 
are trying to avoid the legal or moral committments of 
their credit agreements, A change in accounting procedure 
to require the reporting of lease obligations an a manner 
similar to that for debt obligations would clearly elimi- 
nate lease financing, that has been inspired solely for 
purposes of avoiding disclosures of future obligations. 

Such a change would also remove the smudge on the honora- 
bility of lease financing and might in fact increase its 
popularity* 

Finally lease financing will probably continue 
to be attractive to companies with poorer crecit standings 
who would wish to use it in lieu of other types of commer- 
cial credit. When used this way lease financing will 
continue to be an expensive method of financing. 

The effect of financial leases on corporate 
credit policies cannot be stated categorically. It is 
a matter of Judgement of individuaJs both inside and outside 
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the firm* '"/hen management sets its own limitation on the 
use of corporate credit ( i,e. uses less credit than the 
financial institutions would readily make available ) 
that must be reflection of the degree of risk which 
management feels is prudent to assume. In such a case, 
financial leases which are simply another way of gaining 
credit, should be considered as quite similar to debt and 
they must be compared in cost with the debt as well as 
the other advantages must be v/eighed properly. 

In other cases the judgement of financial 
institutions about the appropriate amount of leverage may 
be more restrictive than management’s judgement. Here 
financial leases provide a new source of credit and thus 
extend the corporation’s credit pool. In such cases the 
management may wish to sell more fixed obligations then 
conventional financial institution are willing to purchase* 
Not infrequently this increased used of corporate credit 
is accomplished by paying a significantly higher rate of 
interest to a leasing company. 

The demand for lease financing depends very 
much on the role played by financial institutions and 
banks and how these institutions treat lease obligations. 

It is only a matter of time when reporting of 
lease transations as a footnote to the balance sheet is 
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made compulsory. The off balance sheet advantages of lease 
will then vanish. 

Finally leasing cannot be expected to finance 
large projects, leasing cannot also substitute institu- 
tional finance and at no time can it provide money at a 
cost less than that of institutional lendingi Leasing is 
therefore to bo visualized as something supplementary to 
institutional finance. 
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Q.1 Iieaalng coippaBlee claim that leasing has, several advantages comi>ared te other 
mmxm of acquiring eqixipment. Some of these claims are given below in Idie 
Itoiffl of stateaneats. Please read each statemaat and, tick whether you a@pee 
with It or Bdt . ^'Alao, if ‘you agree, plea'se indicate on the ri^t hand side 
the degree of influence it has on a decision to acquire eqUipmrait on lease. 

If you disagree with the claim, please’ignoii the !bi^t hand side. . 



ho 

influ- 


1* lisiserves cash flow provid- 

ing finance sad allows a fiaa to 
ea^loy its ii^^ds for working 
oajdtal requirements. 

2, Eental changes of a lease are 
deductihie"''from pretax p3?ofitsj. 

i 

3. Poimalities to he gone through for 
obtaining lease finance are aSich 1® s 
than institutional finanoe. 

, By going on lease a firm can obtain . 
funds without subjecting itself to 
restrictions imposed by instit'a^ona; 
finance. ' 

5, lease obligations are not rep>3t^ j 
as conipaay’s liabilities.--: .. ’So' - 
company's ability to raise credit 
from other sources reoalj:^,„v:ipft|^PCt.e£ 

. lease provides almost finsfl^e 

whil e banks amd financial iQStftu- 
. tfons reqtrire contributiOar^^fe--:’-: 
borrower also. . , , 

. financiaJ institutions generally 
saactlon funds only for specific 
projec^-saad ,opt for f^ piec^ of., • 
- e^edlMkti. In. such. c^ses:,.leafin| • 
provides a means to aoqulae equip- 
aaat without stndntng the cjssh 
reserves of the <i^mpany. 









Agree 

Disagree Statmuent 

Strong 
influence 
on deoi- 
sion to 
lease 

Moderate 

influ- 

ence 

Ho 

influ- 

ence 

• 

■ .. 8, Due to' tfpc ^vant^es leasing is 

generally more profitable th^ 
other alternatives. 

9. A leaded equipment hae^po restric- 
(>;■ tions on user 'and is as good as one' 

own asset. 

**" . ■ 

10- D easing re^duces the risk of nalng i 
hurdehad ’isith equlpm®it which i'S*U( 
more needed, due -to ohsdesGfflace 
or other reasons. 

k" 

* 

s 

[ i 

1 

‘ • i 

i 

■ ■ I - ^ ■ ■ ■ ■ 

■ 

/' 

:i 



Q. 2a Please inctLoate the types of equipm^t which you have leased in the past.(f^G 


1. Generator set , 

I, 2. Vehidee (excluding I'esklift truelcs) ‘ 

3'#t ^ Matl^rlal ^ ^ 

4. Air conditioning 86# Seftr^eratlon equipiaeat • . ' 

■ ■ ■ ■ ' 

5. Manufacturing Biachinery 

6. Coi^uters and data processing equipment 

7. Other office equi;^ent • • ; • 

f Any oiiier ■■ ^ 

>©.21) If you recall the first equipment lease entered into hy your oowpmy could 
■T. you mentian the year 

The type of equipment ~ >. . 

2c, Have you ever entered into an operating lease (i,,e» yofu have thf* option of 
■ teipinatlng the lea^^''irfe';':angp-'%^fee;;d^^hg, the: I'ca^e-pe^od upo®- igivin^/a- di*e 
notice), :■ • i, ' 
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If yes how often you have enter.ed into operational leases. . 

Only Once / in few deals / In many deals 

2d.CoiO.!j you give the approximate total value of leased e^uijaamt that you' 
pxeS-&htly havej ^e^arateiy for each of the fo^owing segments. 

■' Approximate Valhe of assete 

acquired on le^se 
(^. Lakhs) 

. ‘ . .1' ' 


1. ■ Generator Set , * 

2. Vehicles 

3. Material txandling"^ equipment 

J 

4. ^IpcSnditionirg and Refrigeration 
‘equipmoat 

5. Computers and data processing equipment 

6. lanxifacturing macMnery 

7. 01/her office equipment 

8. Others 

■4 


We would now like you to speak with reference to one ora few 
leasq: ,c<mtracts of your coj^>anyi of the reheat jast with ydli ore ' 

fasAliar. • ' 

■ , : ■ .) r.. ■ , • , < . . . . 

Q, 3 WLIh referaace to these deals how did the question of leasing' gerrearaliy 
come up? (sick). ■■ ' : . . ■ >• ■ t •' , ' , 

A leasing. conq>any a jp reached us with a proposal* •;< ; 

A capital ihvesta^t proposal was faced Witb.sI>o3^age ^f ftm^ ^d.we 
fo rced to consider leasing, ' , . . 

liCaaing had emerged as a new me^ d of acquiring, equipmort# sa-we wanted 
to ccwsider it as, one of the alternatives and stade the necessary, approach. 




Ary other 




<i.4 Before you fipally^ant for leasing did ^on also consider at 
1. Outright pnrdMsa ■ ■ Yea/j^*^i 


> , . .v"! . * 


^igfl^posal for. 

H - 


2 . Ifrm iqen 





4b. Did jrou make aiiy formal analysis comparing lease vs. term loan vs. outright 
purchase regarding 


a. Puture cash flows 


b. Return on investment 


c. Any other criteria 


Yes/'k) ■ 

V 

Yes/uo 


4c. Iho were the main people in the organisation involved in l^e analysis. 


Finance. Manager / Accomts / Corporate > 
0 r Controller / Manager / Planning / 
' / Sfen^er / 

<4* 5a. How many leasing pjuposals did you generally obtain. 


/ 


Otheics (specify) 


5b. Were these leasing proposals. (TICK One) 


Significantly different v 
from one another > 


Someifoat 

Different 


Almost 

Similar 


5c. Did any of these 1 easing congjanies send their own sales team to discuss 
with you their proposals, 

Yes/uO 

Were these sales teitm effective Yes/k) 

‘‘ HlBsf you give some positive and negative expects of the salef team . ■ 

Po sitive legative ■ 


5<1. . If j..; team visited you, 'do you think, simh vl^ieit', wo^d-d be rsefwi'- 



,€a. Ih' of leasing proposals, tljere'-acay'be/'a lawher .<r^esia'': 

glv®L below. Howey^, all may not be eqiually li^rtaat. Can you idenldfy 
the critenoa ^ihieh was most Important for^^g^'? Put ”1" against this in the 
space^iinoivlded. fOn the next most ^po it aaft criterion and so on.. 
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Average rental rate. 

_________ Suita Mlity of rental payment p^an ' • , ' 

Lass restriction on 'use of equipment 

' Availability of better option at the termination of the lease. 

■ _Reputation of the leasing comp^hy 

__________ Availabilily of appiopilate cancellation option during the 

period of leasing contract. , 

link up between lessor and specific manufacturer 

Availability of service support , 

Any other. 

6b. Wio were the main people in the company involved in i^cifee^ing I3ie proposals 
(not analysis of proposals). 

Grive designations ' - 




7b 


7c. 


* 5^^ consulted a lease brofcer/consultant/feank acting as a lease 

b^kejr/other lessee#, wiiat was the effect of their advice on your cholo^ 
of lessor? 

' ’ - • , f 

* ' ‘Si^ificarct Moderate Ho 

effect effect effec-^ 

1. Bank acting as a lease 
broker 

2. Other lease broker 
5 . Consult ants 

t ' 

’ . * A 

4* Otbe;p lessees 

In c ase you consult ed. a bank acting as a bioker/other lease broker how 
rauch did you depend on him (fICK OHE). 

1. We ^t a‘ package deal. 

2. ^ We negotiated with rarious leasing companies recomamded by the brsiltfir, 

3v We ^ntacted some companies, on oftr own, apart from thos e reoonawaded 
by -Che l^sor. I 




t»- Setae, leasing companies contact without broker* a reocniamcUition, 

5. We consnlted me broker/banfc only fbr Initial familiarisation. 

Do you raca^^.eleing adverttseosn-te of leasing, companies? 

If yes which ooD^anies ahd with what effect 


:4 


* 


m of coB^ny Na^of media » Fayourable Wo ellbct tto% 70 urable 


effect 


■e^ect ’ 



• » 1# 1# P V' 


Q.9a. 

Q. 9b. 


.In future 'acq'ui'Sition of e<^uipineQt .by your company do you think the shttfi^ 
of lehsed equipment: is likely to 'rise/remain about the same/f^l. 

In which of the following segments is the shnre of leasing likely to 
risp/r'emain the sm^or fall in future, (by your company),' ■ 


Segment lijiekly to...ii,se‘'' 

'Likely to 
remain same 

Likely to 
fan 

Aiay specific fse^one 

1 • 

1 . Generators 




2., Vehicles '■ 

. ; 



5. Air condition-r , ^ 

Ing and Eef . 

"'equipment . ' 



% “ 

4.' Material Handl- 
ing equipment 



- 

5. Computer & fata 
processing 
equipment 




6, Manufacturing 

equipment. ^ * '• 

t. 

7„ Other office 

eq\4.pnient . i-. 

8, Any other 
segment. 



' ' 'I 

. 4 \ ■ ”4 ” 

K 

; 

* ‘ 



Q., 1£ia Please write the rain line of business of your firm' 


..■A 


■t t 






tOfc, Turnover (last i^a^cial year) 

To-bal assets (end Qf l^t financial 
^Ehark you SQ HRieb for your haip. 






IiSkhs. 

Iiakhs, 


